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Retailers' Occupation Tax does not apply where sellers ship goods by carrier or by mail,
according to the terms of agreements with purchasers, and the seller delivers the goods from a
point within Illinois to a point outside Illinois and the goods are not to be returned to Illinois.
See 86 Ill. Adm. Code 130.605.  (This is a GIL).

April 30, 2001

Dear Xxxxx:

This letter is in response to your letter dated March 22, 2001 to Director Glen Bower.  Director
Bower has requested that I respond to your letter.  The nature of your letter and the information you
have provided require that we respond with a General Information Letter, which is designed to
provide general information, is not a statement of Department policy and is not binding on the
Department. See 2 Ill. Adm. Code 1200.120(b) and (c), which can be accessed at the Department’s
Website at http://www.revenue.state.il.us/legalinformation/regs/part1200.

In your letter, you have stated and made inquiry as follows:

AAA is registered in the state of Illinois and we have a situation that has accrued.  We
have a CUSTOMER that is located in COUNTRY.  We shipped modules to CITY, IL for
them per their request.  BBB installed the modules for CUSTOMER into their trailers in
Illinois.  CUSTOMER picked up the trailers with their trucks and delivered them to
COUNTRY for their usage they will not be re-selling the modules.  We billed
CUSTOMER Illinois sales tax for this shipment.  They are disputing the sales tax since
they reside in COUNTRY and would like to know if we were correct in charging them.

I would appreciate some guidance on this matter so we can provide our customer
accurate information.

As a general proposition, sales tax applies to sales of tangible personal property in Illinois,
unless one can document an exemption.  Please note that for the interstate commerce exemption to
apply, delivery of the goods outside of Illinois must actually be made.  Sales are subject to sales tax
and are not deemed to be in interstate commerce if the purchaser or his representative receives the
physical possession of the property in Illinois, even if such property is immediately transported
outside of Illinois.  See 86 Ill. Adm. Code 130.605(a)(1) and (2).

When a retailer accepts a purchase order in Illinois, or if the goods being sold are in the
retailer’s inventory in Illinois at the time of sale, a retail sale occurs which subjects the seller to
Retailers’ Occupation Tax liability.  If both the purchase order is accepted outside of Illinois and the
goods being sold are located outside of Illinois at the time of sale, a retailer registered with Illinois has



a responsibility to collect and remit the Illinois Use Tax that is due from the customer.  Absent an
exemption, such a seller is required to collect Use Tax from the purchaser.

The temporary storage exemption from the imposition of Use Tax is available in Illinois when
tangible personal property is acquired outside this State, and then after being brought into Illinois and
stored here temporarily, is altered by converting, fabricating, manufacturing, printing, processing, or
shaping and, as altered, is used solely outside this State.  See 86 Ill. Adm. Code 150.310, enclosed.

This exemption only applies to transactions in which the materials are acquired outside this
State and after their temporary stay in Illinois are shipped out of Illinois and used solely outside
Illinois.  When property is located in Illinois at time of sale, or if such property is not acquired outside
this State, the transaction is an Illinois retail sale subject to Retailers' Occupation Tax liability.
Temporary storage is not applicable in transactions where there is Retailers' Occupation Tax liability
because the exemption is limited to situations where the only liability involved is Use Tax.  See
Section 150.310(b).

You stated in our recent telephone conversation that you ship the modules from STATE to
CITY, Illinois.  Please remember that the temporary storage exemption applies in transactions where
the only tax involved is Use Tax incurred by the purchaser and the exemption does not apply where
Retailers’ Occupation Tax liability is also incurred by the seller in the same transaction.

To document the temporary storage exemption, the seller should obtain a certification from the
purchaser that states the tangible personal property is acquired outside of Illinois and brought into
Illinois only temporarily for converting, fabricating, manufacturing, printing, processing, or shaping
and, as altered, is to be subsequently shipped out of Illinois to be used solely outside the State of
Illinois.

 I hope this information is helpful.  The Department of Revenue maintains a Web site, which
can be accessed at www.revenue.state.il.us.  If you have further questions related to the Illinois sales
tax laws, please contact the Department's Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter Ruling regarding your
factual situation, please submit all of the information set out in items 1 through 8 of Section
1200.110(b).

Very truly yours,

Karl W. Betz
Associate Counsel

KWB:msk
Enc.


